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Introduction 
 
Everyday it is possible to assess the current economic situation by simply picking up a 
newspaper or watching the news. It is clear that each country is in a different economic state. We 
have seen a variety of dramatic economic measures taken by national governments such as less 
expenditure on public education or on welfare. We have observed first-hand the impact of these 
measures which have changed the consumer behaviour. The change between a hyper 
consumerism period to a period of scarcity has caused a variation of the population lifestyle. 
 
Spain’s economic situation has suffered from huge changes since an expansion period in which 
the youth abandoned studies for construction jobs. This has resulted in the country now 
experiencing a period of recession where people are struggling to find employment, pay 
mortgages, and keep their houses. The uncertainty, which is very high in Spain (Hofstede, 2012), 
has also raised the sensitivity to the risk in the people’s mind. This means that people are more 
likely to prevent themselves of doing something that can cause bad repercussions to them 
(Voinea,2011), therefore resulting with the reason to why citizens often use demonstrations or 
organized protests as a way of voicing their political frustrations and anxiety. 
 
During these turbulent economic times, one must remember that life goes on in Spain. 
Consumers will continue to purchase goods in order to satisfy their basic needs however the way 
they do this will change as they have new preferences and the desire to be more active and 
responsible of their lives (Voinea, 2011). This means, before the crisis, people were more likely 
to follow trends and fashions, having less control on their consumption life as they were 
brainwashed by advertisements, leading companies to have power over consumers. This caused 
an excessive consumption of mass products but now, in the crisis period, consumers consume 
less and are not as loyal to companies. A crisis is the moment when the consumers have stopped 
consuming without control and have realized that that behaviour was untenable, leading them to 
have a desire to be responsible of their life by avoiding external influences and demanding more 
simplicity 
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In this paper, we present an in-depth analysis of effects of the recession on consumer behaviour 
as there are two possible outcomes. The first outcome is that consumer behaviour and the set of 
parameters have changed only for the period of the recession and after this consumption levels 
will be as high as was before, meaning preferences will go unchanged. The second outcome is 
that consumers will realize their consumption level was untenable and they will accordingly 
adjust their preferences to the new situation, keeping this behaviour even after the recession. 
 
Motivation 
 
The financial crisis has forced many consumers to change their lifestyles and mentalities. Current 
income and expenses, along with the uncertainty of the future, has changed consumer behaviour. 
It is increasingly important to monitor how and why these changes are occurring and also on 
what elements has influenced on the consumers. 
 
At the beginning of the semester, Roskilde University challenged us to investigate and solve an 
economic issue. Our group, composed of three international students, chose to analyse consumer 
behaviour and decision-making because it would give us the opportunity to compare theoretical 
and statistical data in a specific context. 
 
The Spanish financial crisis is a perfect context for our research. Indeed, at the economic 
situation is on-going and extremely important. The Spanish economy is the Eurozone's fourth 
largest economy after Germany, France and Italy, composing roughly 11% of the bloc's Gross 
Domestic Product (GDP). Specifically, the current situation in Spain is a focus of concern 
because "it is too big to bail, too big to fail" (CNN). If such a major economy were to fail, the 
repercussions in Europe would be unprecedented (CNN). 
 
For a number of reasons, including the housing bubble or perhaps the issue of unemployment, 
Spain has experienced various changes in social structure and consumer consumption patterns. 
Therefore, in this paper, we will focus on Spain to explore the causes of the recession, analyse its 
impact on consumer behaviour, and assess the economic changes this country is undergoing.  
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Why Spain? 
 
We specifically chose to write about Spain because one our group member is Spanish; his 
experience with the causes and effects of the crisis gives us useful personal insight. The 
immediacy of the Spanish crisis makes research on consumer behaviour, both before and after 
the crisis, relevant and important. 
 
Spain is one of the countries the most affected by the crisis; a factor which will induce major 
changes both the pre and post-recession. Also, Spanish consumers have some general similarities 
with their “Mediterranean neighbours” (Portugal, France, Italy, and Greece), such the time 
culture, weather, pleasure in outdoor and social activities or Mediterranean diet, which will allow 
us to develop and generalize our analysis. 
 
One noted difference between Spain and their neighbours is that Spanish people “work to live 
and not live to work.” Spanish culture is, in part, defined by social habits such as spending small 
amounts of money on restaurants or drinks with their friends, and trying to enjoy each and every 
day. These habits are contrasted by those found in other countries, where people prefer to save 
money for big trips, luxury cars, or expensive private education. Spanish people usually maintain 
their income and expenditure level on a day to day basis, rejecting the savings culture found in 
places like the United States. This lack of savings culture furthered the economic crisis’ impact 
on Spain, because many families didn’t have savings to rely on when the economy failed. 
Research on the causes and effects of the financial crisis is important and relevant because 
Spain’s economic culture is so unique. 
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Background 
 
The economic downturn in Spain began in 2008. This event is also referred to as the sub-prime 
crisis, in reference to the types of real estate loans that have been one of the major causes of this 
worldwide recession. 
 
Sub-prime loans are loans extended to people who may have difficulties paying them back. In 
other words, these types of loans are very risky not only for the financial institution, but 
especially for the borrower. This new type of loan allowed many people to purchase houses who 
otherwise would not be able to afford such an investment. However, given the riskiness involved 
in this type of loan, many of the borrowers were unable to pay their mortgages and as a result 
many of the borrowers ended up losing their homes. 
 
Below, we present a graph of the boom in subprime lending in the United States. As you can see, 
subprime lending nearly doubled in 2004 and steadily rose until 2007. These three years are 
clearly the cause of many repercussions in the economy of the United States. 
 
 
Source: US Census Bureau, Harvard University. State of the Nation’s Housing Report 2008 
As a result of risky loans, the banks took over many houses and consequently were not able to 
resell them in the market. As you can see below, this issue led to a housing bubble.  
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Source: US Census Bureau, New sales Residential index 
 
As the graph above demonstrates, the median and average sales prices of new homes sold in the 
United States had increased rapidly until 2007. However, following the start of the financial 
crisis, these sales prices fell as fast as they had grown because so many people were unable to 
pay their mortgages. 
 
 
Source: National Institute of Statistics of Spain 
 
The graph above shows a correlation between the number new houses built and the number of 
mortgages granted by banks in Spain. In 1995, 80.000 new houses were built, a number which 
doubled by 2007. This period refers to the era of housing boom in which people were 
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encouraged to own houses due to the reduced cost of capital and the accessibility to credit. In 
addition, government policy created various incentives for citizens in order to increase demand 
for real estate due motivated by growth in the construction sector. Following 2008, the number 
of houses built was in decline, descending to 50,000 annually until 2012 due to poor finance 
decisions by the bank to the finance construction sector. 
 
Later, to rid themselves of these risky loans, many financial institutions decided to sell the loans 
in the form of packages of receivables to other financial institutions. These packages were 
described as extremely dense and large, and most of all ambiguous. Because of this, it was 
almost impossible for financial institutions to realize the amount of risk they were taking on by 
purchasing such packages. As powerful, global financial institutions traded these packages back 
and forth, the debt spread across the globe and the housing bubble became a worldwide event. 
 
Globalization is one of the many factors that have helped the downturn to become worldwide 
and able to hit Spanish economy. In 2008, Spain’s trade deficit reached 10% of the national 
GDP, furthermore the country was losing competitiveness against its main trading partners and 
the inflation rate was the highest in Europe. 
 
As a result of the looming debt and economic recession, many companies felt as though they 
needed to tighten their belts. As a consequence, many people were laid off from their jobs and 
the national unemployment rate rose to unprecedented levels. The youth of Spain were hit 
especially hard by this drastic measure. 
 
Before the crisis Spain enjoyed a healthy economy and was ranked fifth in the Eurozone which a 
GDP of 1,063355 million euros (Budget of the European Union). However, Spain has been hit 
hard by the crisis, leading to fears that if appropriate action is not taken other members of the 
Eurozone may soon share its economic fate. While some countries, such as Germany and the 
United Kingdom, have been able to maintain healthy economies, others, like Greece, have 
already faced bailouts and economic crisis. 
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Problem area 
 
The financial crisis has moved the people out of their comfort zone so they have to overpass 
some difficulties to get a new comfort zone and the elements and consequences of this fact will 
be relevant for the marketing world or for some companies the reasons of these changes on their 
behaviour.  
 
The crisis is a fact present on all the news and connected with studies. Some of the members of 
the group have already done a research about the subprime crisis and other with marketing and 
consumer behaviour so we have tried to integrate all our knowledge on that research where we 
are going to describe what are the changes on the consumer behaviour and compare something 
dynamic such as the crisis with something static such economic theories.  
 
Everybody can research about the consumer behaviour and the financial crisis independently, but 
the relevancy of this project is the profound analysis of the changes of the consumer behavior 
and the comparison between the pre and post recession since an ontology and epistemology 
approach, in which we can include our experiences too. Indeed, we also are consumers so we are 
deeply concerned by this subject and we can also have our own opinion on it.  
 
Research questions  
 
The general problem of or gap in knowledge on which the project is focused:  
 
1. How was the Spanish consumption behaviour before recession?  
 
The high consumption level in Spain was because the happiness was leaded by the possession of 
material goods. However, due to the crisis, people seek the happiness in other kind of goods. 
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2. How is the Spanish consumption behaviour during recession?.  
 
The downturn could be seen as two different approaches: the first one is of course economical 
with a strong level of unemployment and a decreasing GDP. The other one is more psychological 
influenced by the uncertainty, unconfidence and bad expectancies.  
 
3. What differences can we see between both situations?.  
The demand and preferences have changed. Caused the crisis, people are expending more money 
on education such as masters and languages or communication but less 
 
Methodology 
 
We relate our methodological choices of this project by analysing the internal and external 
environment factors that constitute the project write up. We plan to present an in-depth analysis 
of Spanish consumer behaviour before and after the financial crisis from both a theoretical and 
empirical perspective. We will research our evidence using an investigative project from a 
secondary database along with qualitative and quantitative statistics. We believe that using these 
sources will lead us to an effective and comprehensive analysis of consumer behaviour. 
 
Due to our focus on the Spanish economy specifically, we will also employ economic 
environmental scanning and theoretical data such as GDP per capita, average household income, 
saving rates, expenditure, Consumer Price Index (CPI), and the national unemployment rate. 
 
The theory approach 
 
The theory of consumer choice 
 
The theory of rational consumer choice explains how consumers with limited resources choose 
between different goods to maximize their well-being. Consumers often have to choose between 
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different market baskets (or bundles) with two kinds of goods with different quantities. (Frank, 
2003) 
 
Every day, consumers are making decisions between thousands of products but we assume that 
the consumer will choose between market baskets with two different goods to simplify the 
situation. For example, in a supermarket, the consumer will choose between two different brands 
of milk and between different brands of butter or margarine. In this decision, factors such as 
budget, item price, personal preference, or other external factors will influence the final 
selection. (Varian, 2005) 
 
Due to the financial crisis, consumers have less income and are therefore more budget restraints.  
Consumer preferences, budget constraints, and consumer choices will be explained in the context 
of the financial crisis’ influence on the consumer behaviour below. (Varian, 2005) 
 
Consumer preferences 
 
In the following graph, each axis represents one product, such as meats or vegetables. Although a 
consumer can only buy one good (in extreme situations), consumers usually combine both 
products in their market basket. 
 
 
Source: Pyndick, 2009 
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The indifference curve represents “all combinations of market baskets that provide a consumer 
with the same level of satisfaction” (Pyndick, 2009). 
 
The curves I1, I2, and I3 represent different indifference curves. We find that “bundles on any 
difference curve are less preferred than bundles on a higher indifference curve and more 
preferred than bundles on a lower indifference curve” (Frank, 2003; 24). Therefore, in this case, 
the curve I3 will be the preferred indifference curve because it has a higher quantity of both 
goods. 
 
Each consumer has different preferences when it comes to the goods that they purchase. To 
illustrate, some consumers might prefer to have a higher quantity of good X rather than good Y; 
however other consumers will prefer otherwise. For example, vegetarians will obviously 
purchase more units of vegetables per week, so the rate at which they are willing to exchange 
one good for another will differ. This is why the indifference curve will have different shapes 
and inclinations (Pyndick, 2009). Moreover, consumer’s preferences can change caused by 
factors such as the trends, the country where you live, the economic situation in which you are...  
 
The Marginal Rate of Substitution (MRS) measures the numbers of goods “Y” a consumer is 
willing to give to receive a unit of the good “X” (Pyndick, 2009). 
 
The indifference map is a graph “containing a set of indifference curves showing the market 
baskets among which a consumer is indifferent” (Pyndick, 2009). 
 
Budget constraints 
 
Consumers must satisfy their needs, but their incomes will ultimately affect their consumer 
behaviour. When consumers have a limited budget, their transactions will be represented within 
a budget line. In the graph above, the consumer can afford only the baskets situated between the 
budget constraints and the axis. However, consumer demand is elastic and constantly changing.  
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Therefore, the demands of the consumers are unlimited, but the resources required (in this case, 
money) to make a purchase is limited by the constraints of the consumer’s budget. 
 
A budget line describes “the combinations of goods that can be purchased given the consumer’s 
income and the prices of the goods” (Pyndick, 2009). On the graph, the budget line is 
represented by the segment BC and it represents the maximum limit that the consumer will be 
able to afford. 
 
We can predict that the budget line will move inward because the representative household 
income is decreasing for several reasons so the basket market, the quantity of each products and 
the consumer choice will change too. 
 
Consumer choices 
 
Looking at the feasible combinations that the consumer can afford, we have to choose a 
combination of goods most preferred by the consumer depending on their income level and price 
(Frank, 2003). The basket must be located at the point where the budget line and the indifference 
curve intersect. This point will reveal the number of units of each good that the consumer will 
purchase to satisfy his or her needs under the rational choice assumption. 
 
On the graph above we can see how the budget line (segment BC) and the indifference curve I2 
are intersected. This means that the consumer will consume X* units of the product “X” and Y* 
(units of the product “Y”). 
 
Price elasticity of demand 
 
Price elasticity of demand is defined as “the percentage change in the quantity of a good 
demanded that results from a 1 per cent change in price” (Frank, 2003; 122). 
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The demand for a good is elastic when a change in price has a large effect on the quantity of a 
good demanded. The demand for a good is inelastic when a change in price has a small effect on 
the quantity of the good demanded (Frank, 2003). 
 
The price elasticity of demand is different for both products and situations. Various factors such 
as the availability of substitute goods, total income, necessity of the goods or period of time 
affect the degree of elasticity that is attached to certain goods and services (Pyndick, 2009). 
 
Income elasticity of demand 
 
Income elasticity of demand measures the variation of the demand for a good with a change on 
the consumer income. (Frank, 2003) 
 
The demand for a good is elastic when a change in income has a large effect on the quantity of a 
good demanded (Pyndick, 2009). For example, if the income of a family decreases, the 
consumption of baked goods will decrease in a high proportion because consumers are income-
elastic with this type of product. 
 
The demand for a good is inelastic when a change on income has a small effect on the quantity 
of the good demanded (Pyndick, 2009). For example, if the income of a family changes, the 
consumption of water and electricity will not change in a high proportion because this service is 
income-inelastic. 
 
The Effects of Changes in Income and Prices 
 
A change in income (with prices unchanged) causes the budget line to move in line with the 
original line. If income increases, the budget line will move upward and if the income decreases, 
the budget line will move downward (Pyndick, 2009). 
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Source: Pyndick, 2009 
 
A change in the price of one good (with income unchanged) causes the budget line to shift to a 
new point. A drop in the price of goods X shifts the budget constraint outward to this point of 
interception and vice versa. (Pyndick, 2009): 
 
 
Source: Pyndick, 2009 
 
The substitution effect 
 
When the price of one or both goods increases, the other substitute is then more attractive to the 
consumer because it will be considered a cheaper alternative. The budget line will shift because 
the quantity of each goods that the consumer can afford has changed, but the consumer’s 
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preferences and indifference curve will remain the same. The substitution effect always causes 
the quantity purchased to move in the opposite direction from the change in price (Frank, 2003). 
 
For example, if the butter price (product B) increases, the budget line will move making the 
consumer buy less units of butter and more units of margarine (product A). With the same 
budget, the consumer can afford to buy more units of margarine than butter. Therefore, the 
consumer will find margarine more attractive than butter, but the consumer’s preference about 
both products will stay the same. 
 
The income effect 
 
A price increase creates a reduction in the consumer’s purchasing power and the amount 
purchased of each good. The direction of the income effect depends on whether the good is 
normal or inferior. An increase in income leads to a reduction in the quantity demanded and a 
decrease in income leads to an increase in quantity demanded. For normal goods, the income 
effect works in the same direction as the substitution effect. In the case of inferior goods, the 
income and substitution effects work against one another. (Frank, 2003) 
 
“The total effect of the price increase is the sum of the substitution and income effects” (Frank, 
2003; 109). 
 
 
Factors 
 
Factors that influence consumer behaviour 
 
Consumer behaviour can be described as a process in which individuals or groups purchase a 
tangible or intangible product to satisfy needs or preferences (Perner, 2008). 
 
Nowadays, the role of the consumer is of great macro and micro importance as the consuming 
power is an essential economic driving force. The great significance of the consumer's role can 
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be recognized from the fact that most contemporary consumers spend a great amount of time and 
energy on buying behaviour and decision-making activities. 
 
This is why consumer behaviour can be identified as a process, which comprises all activities 
related to the process of purchasing, such as: information gathering; information exchange; 
selecting; buying and consuming (Hansen et al., 2004). As buying behaviour is identified to 
encompass a wide range of a priori and post-buying activities, it can be recognized as a 
significantly complex phenomenon. 
 
Buying behaviour is determined by internal and external factors. 
 
The external factors that determine consumer buying behaviour are presented by various 
consumer segments. In other words, the particular set of characteristics a segment possesses (i.e. 
According to Santosh Kr. Pandey and Pankaj Kant Dixit, the external factors are culture, 
subculture, demographic, social status, reference groups, family and marketing activities), can be 
described as essential determinants of the segment's buying behaviour. 
 
On the other hand, there are a set of internal factors that can play a significant role in 
determining consumer behaviour, such as: perception, learning, memory, motives, personality, 
emotion and attitudes. In this respect, it can be concluded that buying behaviour is significantly 
determined and influenced by the highly interdependent combination of customers' buying 
consciousness and external stimuli (Dawson et al., 2006). 
 
External factors 
 
We will now focus on external factors. These factors make up the consumer environment.   
 
Culture 
 
The Oxford Dictionary defines culture as “the ideas, customs and social behaviour of a particular 
people or society”. Cultural influence is transmitted through social values, which are acquired as 
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you grow up. This is the process of acquisition defines your way of life, habits, values, and so 
on. Family and education play the most crucial roles in this developmental process, ultimately 
shaping your actions, decisions, and thoughts (Pandey and Dixit, 2011). Cultural influence has a 
direct relationship with consumer behaviour; it influences how people act, what they wear, their 
behaviour and even where they choose to live. More importantly, it influences people’s buying 
patterns; cultural influence plays a big part in deciding what products and services people choose 
to enjoy. 
 
For example, as a child you inevitably follow the model set out by your parents. If your parents 
believe in saving money and avoiding unnecessary spending, it is highly likely that you will also 
follow this pattern of consumption in adulthood. Unless your financial situation is totally 
different, you will most likely follow in the footsteps of your parents. 
 
Consumer behaviour offers and interesting and important reflection of culture, determining how 
products are imagined, marketed, and later consumed. However, cultural values can create both 
positive effects, such as responsible buying and fair trade,   and negative effects, such as 
addictive consumption and compulsive purchasing, on consumers and society (Assael, 1998). 
 
Subculture 
 
Then, the subculture point is exactly the same unless that you have to be in the norm and comply 
with the rules of that particular social group or society. If you do not, there might be sanctions 
taken to warn you (Pandey and Dixit, 2011). 
 
Subcultures are important because they represent groups with distinct values, customs, and 
purchasing habits and we can identify by age, location, race, religion, or national origin (Assael, 
1998). For example, religion influences the consumer behaviours of members of the Jewish faith, 
who are forbidden to use electronic devices such mobile phones, laptops, etc. on the Sabbath 
day, as well as Muslims, who cannot drink alcohol. 
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Demographics 
 
Demographic characteristics such as age, income, family size, and employment status are 
objective characteristics that can affect purchases. Age and household composition influences 
what certain families choose to buy, and their income influences the products they can afford to 
purchase (Henry, 1998). 
 
Demographics are particularly influential in the decision making process of companies. Facts 
such the population growth (birth rate, life expectancy and immigration), changes on the 
household composition, socioeconomic trends such the increase in income, education or the 
proportion of working women; make that companies have to adapt their product, pricing, 
promotion and distribution strategies to adapt and satisfy this changes 
 
For example, the increase in the proportion of working women has resulted in changing 
purchasing and consumption roles within the family, less time for shopping and preferences for 
fast food establishment (Henry, 1998). And the increase of older people and immigrants in the 
country provide modify the habits of consumers behaviour and demands (Pandey and Dixit, 
2011). 
 
Social status 
 
Likewise, the social status as also an influence, it is the tendency of consumers to demonstrate 
upper-class membership through their possessions such homes, clothing and other visible signs 
of wealth. However, status symbols do not have to be associated with wealth. A status symbols is 
a symbol of one’s status in society such the policeman or doctor’s uniform (Henry, 1998) 
 
If you have a high status, you will not save money because otherwise you would be categorized 
as a greedy person and but by spending too much you would also be categorized as a show-off 
person by people which would be jealous. So by having a social status, you will have to conform 
to the rules of the status you. 
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Reference groups 
 
Reference groups are also an important of studying consumer behaviour. Indeed, this point is all 
about getting the opinions of people (Pandey and Dixit, 2011). For example, if a friend of you 
has bought something that he really likes and that you are wondering to buy, you would have his 
opinion and you will trust him when he would say that this product is wonderful. So as your 
family can be or neighbours but also consumers you may not know, for the Internet purchasing 
for example of a room in a hotel. 
 
Family influence 
 
The family as we already noticed is very strong in the consumer behaviour because it comes 
during the education process and also in the recommendation process (Pandey and Dixit, 2011). 
There is a high correlation between children’s attitudes and those of their parents (Henry, 1998) 
so you are much more easy to follow the impressions of a member of your family to buy a 
product (Pandey and Dixit, 2011). 
 
Marketing activities 
 
Marketing activities can also have an influence on the culture because they have found important 
differences in behaviour between social classes (the ranking of people in a society into a 
hierarchy of upper, middle and lower classes based on their power and prestige) (Henry, 1998). 
 
Sometimes advertising, market segmentation, distribution and product development are the only 
way for marketers to try to change some customer behaviours because it is nearly impossible to 
change manners which are surrounded by something bigger. Because marketers wants to make 
money so they need to sell the right product (products that the consumer is ready to buy) to the 
right consumer (Pandey and Dixit, 2011). 
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Internal factors 
 
The perception 
 
The perception is the first impression you get when you see a brand or at least what you have 
heard from others. When consumer develops positive perception and have their own belief about 
a product, they tend to convince to friends and relatives to buy the products. However perception 
includes selecting attention, selecting distortion and selecting retention (Jason and Chen). 
 
In selecting attention consumer screen out information about similar type of products and 
different product the one that catch their attention will be surely be selected for purchase (Jason 
and Chen). 
 
While, selective distortion consumer interprets information in respect of prior brand and product 
to support their belief, for example a person that is thirsty will be motivated to buy coca cola 
when noticing Coca-Cola advertisement; he or she will be less likely to notice wine advert (Jason 
and Chen). 
 
Finally selective retention people will set a point to support an attitude and belief that is we are 
tends to remember a good point about a product we like and forgetting the good points of other 
competing product brand (Jason and Chen). 
 
This could be linked to the external points of culture, social status, reference group and family. 
 
The learning 
 
The learning internal factor is intimately linked with the culture external point but also with the 
family influence. Indeed, these points are using the learning process to teach the future consumer 
how to behave. The family teach the children the values so they learn it. And for the culture, you 
are not born with it so you automatically learn it (Pandey and Dixit, 2011). 
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Memory 
 
Consumers frequently make choices based on their emotions and feelings; furthermore, 
consumers think back on their retrospect to overall the evaluation of products and choose the 
alternative for which they have the most feelings for. Consumer perform evaluation of alternative 
in buying process, thus during purchasing situation they make comparison between alternatives 
product based upon what is in their mind. Consumer previous decision is repeated and 
remembering what has been brought on earlier occasion is the only mental task involved for the 
consumer. In case of bad experiences, the customer will remember if the company has done 
anything to solve the problem. If not, he will remember it and taking it into account when he will 
have the choice to buy a product of this brand again. That is why customer service is really 
important. 
 
Motives 
 
A motive is a need that is sufficiently pressing to direct the person to seek satisfaction. 
Purchasing products depends on needs and want of consumer’s for instance and their buying 
motives, these are the reasons why consumer buys a product. For example, the buying motives 
for a thirsty person might be to buy a bottle water or Coca-Cola and their features of the 
products, design or colour of the brand of the product, location, reputations, reliability and 
quality of the service of certain features of specific the supermarket. 
 
Consumers are motivated to spend to meet up their day to day needs, According to Maslow 
theory of Motivation in the diagram below: 
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Source: Maslow, 1991 
 
Consumers are more motivated to satisfy the first level in Maslow’s theory of needs before 
moving to next level. 
  
Personality 
 
“Personality is defined as the unique organization of characteristics of a particular person, 
physical and psychological, which influence behaviour and responses to the social and physical 
environment’’. (Schiffman 2008) 
 
Personality of consumer vary from one consumer to another, consumers tend to purchase 
products that mostly match their own personality. For example, a consumer who buy the latest 
and expensive model of Ferrari or the latest technological smartphone led him to be very 
satisfied of himself because he can has what other cannot afford: these types of products are not 
part of the basics needs but to achieve self-actualization in the highest level of the pyramid of 
Maslow’s theory of needs (see graphic below). An aggressive individual may be likely involved 
in competitive sports and will buy the most expensive equipment in an attempt to success. 
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Emotions 
 
Emotional influence on consumer behaviour during the crisis led them to be very critical on their 
beliefs and attitude towards making purchases for product. By critical we mean by analysis inner 
mine by the consumer before making important decision to purchase that is more of value to 
them. However; consumer purchasing behaviour can vary from wealthy consumer and non-
wealthy one. You cannot expect a person with a basic salary of 800 euro and being average 
consumer to buy a brand new car during the financial crisis rather prefer going on public 
transport rather than buying a car. On the contrary the wealthy one can afford it with relatively 
ease. Spanish consumer fear of the future, they tend to spend less and making purchases that 
have relevant features and products that have a value added before making decision to buy. 
 
Average Consumers have emotional attached to the product in term of price and benefit, and 
satisfaction from the product, and the size of their wealth. For example, consumer now make 
purchase based on complementary product (meat and chicken or rice and spaghetti etc.) for 
example if meat price increase, consumer will tend to purchase chicken which is cheaper and 
good substitute. 
 
Attitudes 
 
Attitude is evaluative statements either favourable or unfavourable concerning objects. This is 
reflect how one feel about something. In behaviour context, consumer attitudes have balance; 
which can be positive, negative or neutral. It can also be based on real knowledge, opinion or 
faith towards the products.  
 
Attitude is based on beliefs consumers hold about the attributes or features (price, level of 
service, quantity) of the products they have faith for. This also play a vital role in shaping the 
behaviour of consumer towards a product or brand and can be primary cause of behaviour 
causing consumers to buy or not buy products. Attitude is not adopted from birth, but as people 
grow they tend to develop special interest on things or different variety of product they belief 
upon. 
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Summarize 
 
These factors have all an impact on the consumer behaviour. But, some factors are even more 
changeable than others. This means that some of them could be more affected by the downturn. 
  
Indeed, in the external factors, the culture is so deep and difficult to learn so that it is also 
difficult to impact on it. And culture may influence your choices when buying a product: you 
may prefer national products instead of international products. This is the same for the 
subculture. 
  
Furthermore, the demographics are not very changeable because of the crisis: the crisis does not 
make the Spanish people leaving their country. But it may make immigrants choosing another 
country to work. 
  
Then, concerning the influence of relatives or family, the crisis cannot make you distrusting 
them: you can be even more concerned by what they told you about a product in order not to 
make mistakes by buying a product which is not good. Indeed, all the opinions you can hear for a 
product are taken into account when you’re going to buy this product for the first time. So you 
use the reference groups and/or your family opinion to build your own opinion. Concerning the 
personality, downturn or not, this is so personal that you cannot vary it. 
  
Then, we come to the tricky point of the effects of the crisis on the factors: concerning the social 
status, some of them could be altered by the downturn because the social status depends on your 
wealth. The crisis could make you being downgraded because of a loss of money. Then, the 
social status you may have impacts on the perceptions of a brand you can have. If you have a 
high social status, you will find some brands more attractive in order to show your status: you 
may prefer a Porsche car instead of a fiat car because there is not the same image. 
  
Finally for the external points, the crisis could have an influence on the marketing activities 
because these need to adapt to the new status and wealth of the customers. That means that every 
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marketing campaign should be changed in order to attract the blanks which have not changed but 
their budget have done so. 
  
Then, the crisis can also impact on the internal factors. For example, the crisis has been 
developing new perceptions on the future and on some expensive brands: these brands are now 
seen like unnecessary and vain by the people who do not have the money to afford it. The 
perceptions on the future are also less optimistic. It is true that the consumer confidence is 
decreasing a lot during crisis time. People do not trust the banks anymore and their budget is 
reduced so that they have to make some choices on what to buy sometimes. 
  
Moreover, the personality of the consumer would not be impacted by the crisis because this point 
is too deep to be affected.  
 
But crisis would tend to modify the attitudes of consuming which are really linked to how the 
product is perceived by the consumer. Indeed, now, the consumers focus more on the price: they 
would pay attention to buy more private brand products because the price of those products is 
fair. 
  
Furthermore, the motives are also evolving with the effects of the crisis. For example, the 
consumers have less motives of being a show-off person. People are aware of the fact that 
possessing material goods is no more interesting for them. 
  
Then, we can say that the crisis have an impact on the memory because all the effects would be 
remembered by the people who have suffered from the event, especially if there are financial. 
And some reflexes could be acquired by the people and continue to be used after the crisis such 
as the habit of not wasting food. 
  
Likewise, the learning point, which is closely linked to culture, family influence and reference 
group, could be impacted by the downturn affect: parents can prevent their children to buy a lot 
but that is the only thing which can be affected. 
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If we examine the economic condition, consumer behaviour buying processes has not stop; 
consumer tends to only react according to the internals factors and the  price of  the product, 
quality and features and their level of income. However, categorically the lifestyle of the average 
consumers has not changed due to financial crisis; however, consumer is willing to buy luxury 
products and buy a house if the finance is there. 
 
While consumption has wane, spending on durable goods has been particularly affected given its 
greater sensitivity to changes in household income. Let take for instance, the demand for used 
car in an automobile industry. Between January and October 2011, sales of used cars increased 
by 11.3% to over 1.3 million units. whereas  new car sales fell by 19.7% over the same period, 
the ratio of used cars over countries is rising, approaching the relative used car/new car levels of 
Germany (2.1) and Italy (2.4).(Consumption  Outlook Spain, First Half 2011 Economic 
Analysis). Our view is that generally consumer’s behaviour pattern to purchases private goods 
such as food, airplane rides and cell phones are in declining. 
  
Finally, we can easily find that most of the internal factors tend to be changeable by events like a 
global downturn. 
 
Indicators 
 
European institutions, governments, central banks, and public and private sectors use comparable 
and reliable statistics to aid in decision-making. This use of internationally accepted concepts 
and definitions permits an objective analysis of different economies. (Eurostat) 
 
In order to explain the impact of the financial crisis on Spanish consumer behaviour, we have 
taken key economic indicators and statistical data from Eurostat, the Statistical Office of the 
European Communities, and the National Institute of Statistics in Spain. We can use the data 
from both resources because both institutions employ the same concepts, definitions and 
methodologies. 
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“The European Statistical System is comprised of: Eurostat (the statistics office of the EU), the 
statistics offices of all the Member States (the different National Statistics Institutes) and other 
institutions that compile European statistics. 
 
The European Statistical System guarantees that those European Statistics compiled in all the 
Member States of the European Union are reliable, following common criteria and definitions, 
and processing the data in an appropriate way so that it is always comparable among the 
different countries of the EU.” (Eurostat) 
 
We will begin by explaining the definition of the key indicators, analysing each indicator 
independently and we will end by drawing our own conclusions regarding the relationship of the 
information presented in an economic context. The research presented will be supported by 
statistical data and their corresponding graphs throughout this paper. 
 
We present the economic evolution of Spain in three consecutive periods to simplify the 
analysis: 2008-2009, 2009-2010 and 2010-2012. By comparing these periods, we are able to see 
and understand the evolution of average consumer behaviour during the recession in Spain. 
 
Definitions 
 
Gross Domestic Product (GDP): 
 
The gross domestic product (GDP), the central measure of national accounts, summarises the 
economic position of a country and its living standards (Eurostat). 
 
The GDP represents the monetary value of all finished goods and services produced within a 
country's borders during a specific time period, usually calculated on an annual basis. It includes 
all of private and public consumption, government outlays, investments and exports less imports 
that occur within a defined territory. This analysis can shed valuable insights regarding the 
wealth and structure of the country’s economy. By calculating the annual growth rate of GDP at 
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constant prices, we are able to compare the economic development between economies of 
various sizes and structures (Eurostat). 
 
Unemployment rate 
 
According to Eurostat, an employee is defined as, “a person who has a contract to carry out work 
for an employer and receives compensation in the form of wages, salaries, fees, gratuities, 
piecework pay or remuneration in kind”. 
 
An unemployed person is a citizen older than the legal working age of 15 and younger than the 
national retirement age of 74 that is currently available for work within the next two weeks and 
has been actively seeking work for the last four weeks, but has not been able to find 
employment. (Eurostat) 
 
Therefore, we define the unemployment rate by dividing the number of people unemployed by 
the number of people in the civilian labour force (Eurostat). This is an extremely important 
indicator of the strength of a nation's economy. When the unemployment rate increases, we can 
therefore conclude that there are more people unemployed and the economy is growing at a 
smaller rate. 
 
Average Household Income 
 
According to Eurostat, “a household is someone who has common arrangements, shares 
household expenses or daily needs in a shared common residence. It includes either, one person 
living alone or a group of people, not necessarily related, living at the same address with 
common housekeeping”. 
 
The Living Conditions Survey (LCS) on Spain provides a wealth of information surrounding the 
average income of households each year (National Institute of Statistics of Spain). 
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The income of households consist on revenues from paid work, profits as well as losses from 
self-employment, social benefits, income from private pensions, capital income and property, 
transfers from other households, income received by children and the result of the income tax 
declaration. Non-cash components, except company cars, are excluded. Therefore, average 
household income is a comparable national statistic that can be used to assess the financial well-
being of a country’s citizens because it will provide insight on individual consumption patterns 
which depend heavily on the consumer’s personal budget (Eurostat). 
 
Private Consumption Expenditure 
 
“Consumption expenditure consists of the total outlay on individual goods and services by 
resident households to satisfy their needs and wants. It includes expenditures or transactions 
which do not occur in monetary terms” (Eurostat). 
 
This data is collected through the Household Budget Survey (HBS) which focuses on household 
expenditure of goods and services, indicating the living conditions of the average consumer. The 
data from the surveys compiles various household characteristics, such as income, socio-
economic characteristics, size and composition, degree of urbanization, and region (Eurostat). In 
national accounts, the final consumption expenditure of households (such as housing, 
transportation, food, etc.) are the biggest component of the expenditure approach of GDP. We 
are able to measure the economic well-being of the consumer given this data because we know 
that if consumption expenditure increases, the economic situation of the consumer will be more 
comfortable (Eurostat). 
 
Various factors such as culture, income, weather, household composition, savings, 
unemployment and economic structure can all influence consumer habits in every country. This 
is precisely why numerous studies exist to explain how and why certain societies consume and 
how human psychology is affected by these factors (Eurostat). 
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Household consumption patterns (HICP) 
 
“The consumption patterns of households determine the relative importance of household 
monetary expenditure attached to each category of goods and services” (Eurostat). This is 
commonly used as a measure of inflation. 
 
Any changes on prices and incomes will influence the corresponding categories of the 
consumption pattern of a household. However, some categories will be more price inelastic than 
others, meaning the quantity of a good demanded will not change in proportion to changes in 
prices. For example, if the price of fuel increases, the consumption will not change in the same 
proportion to a change in the price of a pair of jeans (Pyndick, 2009). 
 
Therefore, we look at household consumption patterns to map changes over time. If the prices of 
goods and services increase at a more accelerated rate, we note that inflation is taking place in 
the economy. This indicator is important in our analysis of consumer behaviour because it 
reflects how and why consumer patterns change. 
 
Consumer Confidence Index 
 
The Consumer Confidence Index measures the degree of optimism that consumers possess in 
relation to the state of the economy and their personal financial situation. The consumer 
confidence index is linked with consumption and saving indicators because of the natural 
reactions of consumers in times of economic despair. For example, when the economic situation 
is less than ideal, the consumer confidence level will understandably be lower than when the 
economic situation is favourable. Therefore, knowing this, consumers will spend less of their 
disposable income and opt to save as much money as possible keeping in mind the economic 
uncertainty looming in the future (Centre for Sociological Investigation of Spain). 
 
This information is compiled on a monthly basis in the form of telephone surveys and is 
published by the Centre for Sociological Investigation of Spain. “It is calculated as the arithmetic 
average of the balances of the current state of the family finances and jobs, which was about six 
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months ago, and the respective expectations for the next six months” (Centre for Sociological 
Investigation of Spain). 
 
Personal saving rate 
 
Household savings is defined as total savings minus consumption expenditure. Basically, it 
consists of income from employment and/or from the operation of unincorporated enterprises as 
well as receipts of interest, dividends and social benefits minus payments of income taxes, 
interest and social security contributions (Eurostat). 
 
Therefore, household savings can be represented by the following equation: 
 
Saving = Income - Expenditure 
 
The household savings rate is defined as gross household savings divided by gross disposable 
income. This rate is often complicated to assess because it can change for a number of reasons. 
 
On the one hand, savings is money held for future needs (Oxford dictionary). If consumers have 
bad expectancies about their economic and/or labour situation, they will try to save as much 
money as possible because banks loan and credit families that are financially very limited and 
restricted. 
 
On the other hand, other consumers and unemployed citizens will use their money from savings 
to survive times of economic turmoil because their expenditures will be higher than their income. 
 
Consumer Price Index (CPI) 
 
“The consumer price index measures the change over time in the prices of consumer goods and 
services acquired, used or paid for by households”. It is an important indicator to measure the 
economy wealth, the Spanish economy’s level of inflation and changes in consumption 
(Eurostat). 
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This index covers various sets of goods and services (consumer baskets), for example, food and 
beverages, products for personal hygiene, newspapers and periodicals, expenditure on housing, 
water, electricity, health, transport, communications, education, restaurants and hotels (Eurostat). 
 
Population growth 
 
Population growth measures the changes in a population over time. “Changes in the size of 
population are the result of the number of births and deaths and of the number of people 
migrating inward and outward” (Eurostat). This statistic will help us to gain insight on the 
situation of the average consumer. 
 
Analysis 
 
Gross domestic product (GDP) 
 
 
Source: National Institute of Statistics of Spain 
España: Spain 
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Economic growth within the European Union has greatly suffered since the 2008 global financial 
crisis. The following year, a severe recession resulted in most countries. However, by 2010, 
some countries were able to experience a partial recovery from the economic downturn. In this 
time, real GDP increased by 1.8 % in the EU-27 and in the Eurozone in 2010 after a contraction 
of 4.3 % and 4.2 % respectively in 2009. (Eurostat) 
 
The Spanish GDP, using prices from 2008 as the base year, presents a clear difference between 
the pre-recession situation and the current situation. However, the Spanish recession started later 
than the rest of the European countries because of the delayed effects of the construction and 
tourism industries. When the recession finally hit Spain, the Bank of Spain was forced to take 
over the banks with their Reserves. 
 
It is evident that Spain enjoyed a positive GDP rate balance until the third quarter of 2008. At 
this point, the European economy began to feel the repercussions of the global financial crisis 
and the housing bubble in the Spanish housing market popped. For these reasons, the Spanish 
GDP contracted for the first time in 15 years. 
 
In February 2009, the Spanish economy suffered its greatest drop in GDP of -1.5% from the 
GDP base in 2008. At this point, Spain and other European countries officially confirmed an 
economic recession, and therefore the Spanish banks declared bankruptcy and the Government 
took necessary economic measures. 
 
For example, in January 2009, the Spanish government adopted a stimulus plan in the form of 3 
billion euros to create economic growth in the form of jobs, otherwise known as “Plan E.” Since 
this date, the Spanish economy has experienced various fluctuations in its national GDP. 
 
A year later, in 2010, the Spanish government declared that they would employ various social 
spending cuts of 15 billion euros and a comprehensive labour reform. This also resulted in 
increases in Spanish taxes from 16% to 18%. 
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Unemployment rate 
 
 
Source: National Institute of Statistics of Spain 
Mujeres: women. Varones: men. Ambos sexos: both genders 
 
Before the crisis, as the housing bubble in Spain was forming, the unemployment rate was 
relatively low because many male citizens could find work in the construction sector. However, 
during the recession, the construction sector was in trouble, and therefore the male 
unemployment increased more rapidly than the female unemployment rate. Dismal in Spain was 
very expensive (45 days per year worked) so companies tried to keep their workers and assumed 
lost as much as they could so the unemployment rate started later than in other countries. 
 
The unemployment rate reached a record low during the first quarter of 2007 at 1.76 million 
workers (7.95% of the workforce). However, by the third quarter of 2012, Spain’s 
unemployment rate reached an all-time high with 6 million unemployed (25,02% of the 
workforce). At this time, the youth unemployment rate (younger than 25 years old) reached 55%. 
 
The Spanish government declared social spending cuts and labour reform in 2010. The labour 
reform modified the rights workers and changed policies regarding workplace conditions such as 
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dismissal. In addition, the government employee’s wages were reduced a 5% to cut government 
spending. Indeed, the workers were most affected by the financial crisis. 
 
Unemployment is one of the most important factors that influence consumer behaviour and 
household income because there are a substantial difference between those unemployed and 
those employed. 
 
If a citizen is unemployed, he or she will receive some form of financial assistance in the first 
few months following dismissal from his or her job, but this assistance is not enough to cover the 
basic needs of the average household. Therefore, unemployed citizens are forced to significantly 
restrict their spending habits.   
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Average income of household 
 
 
Source: National Institute of Statistics of Spain 
 
We can see that the average annual net cash income per household has been increasing each year 
until 2008 because there were economic expansion, more occupied population than nowadays 
and the unemployment rate was low. For these reasons, the wages were increasing and the 
average income of households reaching an average of 26.500€ of income per household. 
 
Since 2008, when the financial crisis and the economic measures of the government began, the 
unemployment rate increase and the wages decreased, the average income of households has 
been decreasing. On 2011, the average income of households was 24,609€ annually. Nowadays 
the households have 7.14% of less income annually so it will influence on their purchasing 
behaviour and choices. 
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Private consumption expenditure 
 
 
Source: National Institute of Statistics of Spain. 
 
The consumption expenditure of households is represented by at least half of the GDP in the 
majority of Member States in 2010 (Eurostat). In this graph, we can follow how consumer 
consumption has been influenced by the crisis. If the average household has less income, 
consumption will inevitably decrease and consumers will make decisions regarding expenditure 
in a more modest fashion. 
 
In 2008, private consumption in Spain decreased 10% with respect to consumption. This 
decrease is most likely due to assumptions made by household surrounding the uncertainty of the 
future economic situation. In the worst moment of the financial crisis, the government implanted  
“Plan E” to stimulate the employment and economic growth. Because of this plan, we are able to 
monitor the changes in private consumption. In fact, private consumption increased steadily up 
until the second quarter of 2010. However, we can clearly see that this trend was quickly broken 
due to consumers cutting back on expenses because of the grave economic situation caused by 
such a high unemployment rate.  
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Household consumption patterns (HICP) 
 
Source: National Institute of Statistics of Spain and own preparation 
 
In 2010, the Household Consumption Expenditure in Spain revealed that more than a quarter of 
their budget (30%) was devoted to housing, water, electricity, gas and other fuels. Food and non-
alcoholic beverages (14.37%) and transportation expenditure (12.36%) were listed as the next 
most important expenditure categories. All other consumption expenditure accounted for about 
half of the total (Eurostat). 
 
Within the national Household Consumption Expenditure, the category for clothing and 
household equipment decreased 0.18%  between 2006 and 2010. Because clothing and 
household equipment do not necessarily constitute basic needs, households cut back on spending 
within this category. 
 
Households also cut back spending in transportation. This expenditure decreased by 0.16%. For 
this reason, people are utilize public transport or simply walk to arrive at their destination in 
order to save money that would otherwise be spent on fuel or taxi fare. 
 
Consumption expenditure on hotels, cafes and restaurants decreased 0.48% because consumers 
seem to be spending more time at home in an effort to save money Perriman). 
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The housing consumption expenditure is the only category which has increased significantly. 
This is because electricity and water prices have increased and therefore more people are sharing 
a residence to minimize costs. In fact, around 15% of the Spanish population choose to live in a 
rented flat. 
 
In the housing category, housing consumption patterns only reflect monetary expenditure so that 
the information can be comparable across various countries. In countries in which a larger 
proportion of the population lives in rented housing, the consumption patterns tend to have a 
larger weight for housing than countries in which a larger proportion of households live in their 
own property (Eurostat). 
 
Source: Bohlen 
 
The downturn has changed the consumer preferences and also their perceptions of value. 
Consequently, their purchasing patterns will adjust with these changes (Perriman). Therefore, it 
is imminent that companies increase the values they promote to attract customer in order that 
they purchase their products. But after the crisis, these perceptions can have changed only for 
this period of time or keep this behaviour even after the recession. 
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Personal saving rate (%) 
 
 
Source: National Institute of Statistics 
 
In the last two graphs, we have seen that average households have less income, less expenditure 
and are therefore attempting to save more money and gain better values. “Household 
consumption expenditure was highest in households with three or more adults with dependent 
children and lowest within single person households” (Eurostat). 
 
Before the crisis, consumers were confident in their abilities to secure a job and they did not feel 
the need to save money. However, when the financial crisis began, consumer habits changed 
drastically with the uncertainty of the future. Consumers had poor economic prospects and 
consequently attempted to save as much money as possible. 
 
When consumers have money to save, they will prefer to save it in a secure location. This is most 
likely why did not choose risky investments such as lending to family members and friends. 
After 2010, expenditure exceeded income and therefore money saved was an important way to 
survive. 
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Consumer price index 
 
 
Source: National Institute of Statistics of Spain.  
 
In the graph above, the consumer price index is compared over five years. At the beginning of 
the recession, the consumer price index decreased steadily due to decreases in both  demand and 
consumption. Supply also decreased and therefore prices decreased as a result. As consumer 
confidence began to increase in mid-2009, consumption also increased (although income 
remained static). Because of this pattern, prices increased until 2010 because consumption 
patterns were beginning to show signs of stability. 
The problem in Spain is that, over the last few years, the prices of goods and services have risen 
or remained stable, but the average household income has decreased. Therefore, consumers are 
spending more money and are earning less money. Furthermore, the Spanish inflation rate has 
risen significantly higher than that of our foreign competitors. For this reason, products are more 
expensive and companies are having trouble exporting their goods because of such high costs. 
This issue make Spain significantly less competitive in the global economy. 
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Consumer Confidence Index  
 
 
 
Source: European Commission services 
 
The current crisis and consumers’ fear of the future are external factors that have strongly 
impacted consumer confidence and behaviour. More and more consumers are now letting their 
emotions, beliefs, and personal attitudes guide their purchasing decisions. For example, if a 
consumer feels confident in his or her economic situation, he or she will buy more goods than 
someone who may not feel as confident. 
 
A point with a score over 100 units mean that consumers are confident about the prospects of 
economic recovery and a point under 100 units means that consumers are not as confident.  
Mainly, Spanish consumers are concerned about the overall economy and job security (National 
Statistic of Spain). This will influence their degree of optimism regarding economic recovery 
(Perriman). 
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Population growth 
 
 
Source: Natural growth of the population of Spain. National Institute of Statistics of Spain. 
Nacimientos: births; Defunciones: deaths; Saldo vegetativo: natural balance 
 
Since the crisis in 2008 there has been strong decrease on the number of births, caused mainly by 
the reduction of the average income, job loss, and the poor economic outlook. These factors have 
resulted in many families waiting to have children until the economic situation improves. This is 
relevant because the consumer demands of families with and without children are necessarily 
different.  
 
Spain has reported constant population growth since 1981, with especially large growth since 
2001. However, since the beginning of the financial crisis these numbers have been decreasing to 
the point that the number native Spaniards is now lower everyday (National Institute of Statistics 
of Spain). This decrease in population and change is population structure has resulted in 
corresponding changes to consumer behaviour, and companies now must find ways to meet the 
needs of immigrants and elderly citizens more than ever. 
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Source: 1981-2012 Current population estimates; 2012-2052 long-term estimation of the 
population growth. National Institute of Statistics of Spain 
Crecimiento población relativo: Relative population growth; Población total: Total population 
 
In 2022 Spain is projected to have a population of 45.1 million, a decrease of 2.5% compared to 
today’s population numbers. There are two important reasons for this projected decrease: a 
gradual decline in the birth rate in the coming years (in 2021 almost 20% less children will be 
born than in 2011) and a negative migration balance (in the year studied there were 179,059 
more emigrants than immigrants) (National Institute of Statistics of Spain). 
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Smartphone selling 
 
 
 
 
Statistics of mobile phone sales in Spain 
Movil básico: basic phone 
 
In 2012, 20 million mobile phones were sold in Spain, 10% more than the previous year. During 
this year 9.8 million smartphones were sold, an increase of 30 %. In this sense, Spain has 
followed worldwide trends for mobile and smartphone usage(AMETIC). “In 2011, demand for 
mobile phones once again increased in Europe, largely as a result of the rising popularity of 
smartphones. A 3.2% more mobile phones were sold in 2011, in particular the sales of 
smartphones increased by 67%” (GfK). 
 
This is an example of how the financial crisis has changed consumption patterns. People 
continue to be willing to spend money on electronics, such as televisions and smartphones, but 
they have cut their spending on cultural products such a cinema tickets. While recession has 
changed preferences and habits in some areas, for example people spend more time at home than 
ever, demand remains high for easy to use technology products as consumers strive to maintain 
appearances and keep pace with the rest of the world. 
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Summary 
 
Economy and consumer behaviour are elements which are constantly changing. To analyse these 
behaviours we must just analyse the statistical approach that will allow us to simplify and draw 
conclusions about the patterns of consumer behaviour. 
 
In the next table, we are going to summarize all the indicators presented above, using arrows to 
represent the tendencies of each period of time. We are going to explain the relationship between 
the indicators and periods of time to see how consumer behaviour has evolved during this time. 
It is important to analyse the past as it helps to better understand the actual wealth situation and 
to predict future behaviour and demands. 
 
 2008-2009 2009-2010 2010-2012 
GDP (%)    
Unemployment    
Average Income (€)    
Consumption    
Personal saving (%)    
Consumer Confidence     
CPI    
Smartphone selling    
Loans    
Construction    
 
Source: own preparation 
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GDP is the best indicator of an economy’s wealth, and it also provides an accurate way to predict 
a given country’s future economic situation. Other indicators, which are closely related to GDP, 
help explain the tendencies and actual wealth of a given economy. The GDP provides empirical 
data on a country’s actual economic power and shows how it can influence consumer behaviour, 
consumption patterns, and consumer decision making processes. All of it depends of the 
consumer’s actual situation and their perceptions about the future. 
 
For the first period, from 2008 to 2009, the European Union and the Spanish government 
realized that the economic situation, companies, and financial markets had begun to crumble. It 
was a period of chaos because nobody knew what to do to avoid the recession. The government 
started to plan and develop economic measures that they then applied over next period, however 
the poor economic outlook had already begun to affect Spanish consumers. 
 
Sales, particularly in the automotive and housing industries, started to decrease, which forced  
companies to pay lower wages and/or fire employees, which in turn led to people starting to save 
as much money they could due to the uncertainly future, which resulted in a further decrease in 
the GDP and an overall weakening of the economy. 
 
For the second period, from 2009 to 2010, the government took several expansionist economic 
measures (Plan E) to alleviate the economic crisis which sent signs of hope to the population. 
The companies’ sales increased a little bit which was an improvement of the expectancies and 
consumption. However, people kept saving money and companies continued to fire employees, 
so the unemployment rate increased. The GDP increased a little bit during this time, but not 
enough to overcome the crisis. 
 
For the third period, from 2010 to 2012, the government took restrictive economic measures with 
social spending cuts, labour reform, and high tax increases. Consumer confidence and 
consumption decreased again, while unemployment continued to rise. Savings decreased, 
because many families lost their incomes and were now relying on their savings to survive, 
which caused a slight decrease in the GDP. 
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We can see a relationship between consumer confidence, consumption, and saving indicators. 
Consumption is a physiological act in which a consumer spends a percentage of their budget 
depending of their future expectancies. When there were good economic expectancies between 
2009-2010 consumer confidence rose as did consumption.  However,  independent of these facts, 
the average income decreased over that period. In the table above, we can see that the 
consumption and the consumer confidence have always had the same trend. On the third period 
from 2010-2012, the saving rate decreased strongly caused by the rising consumption and 
decreasing income seen in the period before. 
 
“We fix this among everything else” 
 
In 2010, some of the biggest companies in Spain, such as Telefónica, 
Iberia, Banco Santander, Repsol, Iberdrola, etc., responded to the 
discouraging economic situation that the crisis had caused by 
developing a foundation called “esto lo arreglamos entre todos” (“we 
fix this among everything else”). Their purpose was to overcome the 
crisis through a psychological approach, by giving signs of hope, 
positive economic news, and good expectancies, with the goal of regaining the trust of the 
people, motivating and encouraging them to start their own businesses. 
 
Those companies saw the crisis as a closed circle, thinking that when consumer confidence 
increases consumption will do the same. When consumers spend more money the profits of 
companies and retailers increases, meaning they will not have to fire people and their workers 
will have more money to spend, thus shortening the recession. They realized that a bad economic 
situation is not only an economic crisis but a social crisis as well, because if consumers do not 
buy, others do not earn. These companies realized someone had to stimulate consumption and 
confidence. This marketing campaign wanted to fix the crisis through a social approach using 
mass media such TV, Facebook, or YouTube, where people could give their opinion about the 
situation, support, or advice. Although this movement was unsuccessful it supports our theory 
that an increase in consumer confidence implies an increase in consumption. 
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Conclusion 
 
This economic situation is an experience for all the population and it has change their consumer 
behaviour and daily habits such as buying private-brands, learning to live without expensive 
products, staying at home on weekends, pay attention on the prices rather than quality at first 
sight or improve the English in order to have more possibilities to get a job. Some of these 
changes will be only temporary, however, others will not return to their pre-recession spending 
habits for fear that another financial crisis might develop. It is reasonable to assume that the fear 
of job or home loss will linger for some time in Spain, meaning that people will maintain their 
recession spending habits as a means of defence against possible future economic catastrophes. 
 
As a result of the financial crisis and unemployment consumers have less income, so the budget 
line has decreased. However, we cannot show empirically if the consumer preferences and 
indifference curves have changed or not. We can, however, draw some general conclusions about 
how these patterns have changed over the last few years. 
 
On one hand, some consumers do not buy the goods that they would like to buy because they 
cannot afford them but it does not mean that their preferences have changed, their preferences 
are the same. For example, the preference for having dinner in a restaurant will always be present 
on their minds independently of our budget, if they have less income, they will go out to have 
dinner less often.  
 
On the other hand, Spain’s consumer habits have been irrevocably changed by the crisis and after 
the recession has ended, some Spanish consumers will continue to employ the spending habits 
they have been forced to learn during these turbulent and saddening economic times (memory 
effects). For example, some of them will prefer to see a film in original version because they are 
studying English, inviting friends at home in order to have dinner rather than going to a 
restaurant or walking short distances, because it is a good way to make sport and feel better, 
rather than taking your car. 
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Moreover, consumer behaviour is constantly changing and the theoretical models we used do not 
take into account all the possible factors, such as the fact that in reality consumers do not always 
make rational choices, each consumer has their own personal preferences or that people learn 
from past experiences. Some factors are much more fluid than others, and thus much more 
important. This is the case for internal factors, such as perception, which impacts the attitudes 
and  motives of consumers. We predict that the memory of the crisis will effectively change the 
current generation’s pattern of consumption, making them more cautious than other generations 
who did not experience the crisis first hand. For example, the Spanish population that lived 
through the civil war continue to be cautious about food as a direct result of their experiences of 
food shortages during that time. The consumer habits acquired during times of crisis become 
reflexive, intrinsic, and permanent. 
 
The crisis has also provoked important cultural changes. Consumers now seek happiness by 
spending time with friends and family, rather than by buying expensive products and struggling 
to maintain the appearance of social class. The crisis has humbled Spain’s consumers, forcing 
them to be happy with fewer and lower quality products. People are now content to live with 
what they can afford, having abandoned forever their pre-recession spending habits. Consumers 
now must face the fact that they can’t afford the lifestyle they enjoyed before the crisis, meaning 
that they have to admit that they can no longer purchase the same products and adjust their 
spending accordingly. Spain has moved past being ashamed of its financial crisis and has learned 
to accept its new economic reality. Citizens have realized that the economic crisis is not unique 
to Spain, a realization that has led to increased calls for responsible pricing and solidarity. 
Interestingly, the crisis has led to increased consumption of fair trade products, as consumers 
have become aware that living conditions are exponentially worse in other countries. 
 
Now, the important question is to know what would happen after the crisis. There is like two 
answers for a typical consumer: Or the consumer will return to a basic consumption level when 
the crisis would be overpassed or the consumer will still have aftermath of this period by keeping 
the reflexes he acquired during the downturn. This is called the memory effect: you keep in mind 
all that have been affecting you during a certain amount of time. 
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